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(d) Fire protection. Water facilities
should have sufficient capacity to pro-
vide reasonable fire protection to the
extent practicable.

(e) Growth capacity. Facilities should
have sufficient capacity to provide for
reasonable growth to the extent prac-
ticable.

(f) Water conservation. Owners are en-
couraged, when economically feasible,
to incorporate water conservation
practices into a facility’s design. For
existing water systems, evidence must
be provided showing that the distribu-
tion system water losses do not exceed
reasonable levels.

(g) Conformity with State drinking
water standards. No funds shall be made
available under this part for a water
system unless the Agency determines
that the water system will make sig-
nificant progress toward meeting the
standards established under title XIV
of the Public Health Service Act (com-
monly known as the ‘Safe Drinking
Water Act’) (42 U.S.C. 300f et seq.).

(h) Conformity with Federal and State
water pollution control standards. No
funds shall be made available under
this part for a water treatment dis-
charge or waste disposal system unless
the Agency determines that the efflu-
ent from the system conforms with ap-
plicable Federal and State water pollu-
tion control standards.

(i) Combined sewers. New combined
sanitary and storm water sewer facili-
ties will not be financed by the Agency.
Extensions to existing combined sys-
tems can only be financed when sepa-
rate systems are impractical.

(j) Dam safety. Projects involving any
artificial barrier which impounds or di-
verts water, or the rehabilitation or
improvement of such a barrier, must
comply with the provisions for dam
safety as set forth in the Federal
Guidelines for Dam Safety (Govern-
ment Printing Office stock No. 041-001-
00187-5, Superintendent of Documents,
Attn: New Orders, P.O. Box 371954,
Pittsburgh, PA 15250-7954) as prepared
by the Federal Coordinating Council
for Science, Engineering and Tech-
nology.

(k) Pipe. All pipe used shall meet cur-
rent American Society for Testing Ma-
terials (ASTM) or American Water
Works Association (AWWA) standards.
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(1) Water system testing. For new water
systems or extensions to existing water
systems, leakage shall not exceed lim-
its set by either ASTM or AWWA
whichever is the more stringent.

(m) Metering devices. Water facilities
financed by the Agency will have me-
tering devices for each connection. An
exception to this requirement may be
granted by the State program official
when the owner demonstrates that in-
stallation of metering devices would be
a significant economic detriment and
that environmental considerations
would not be adversely affected by not
installing such devices. Sanitary sewer
projects should incorporate water sys-
tem metering devices whenever prac-
ticable.

(n) Economical service. The facility’s
design must provide the most economi-
cal service practicable.

(o) Seismic safety. All new structures,
fully or partially enclosed, used or in-
tended for sheltering persons or prop-
erty will be designed with appropriate
seismic safety provisions in compliance
with the Earthquake Hazards Reduc-
tion Act of 1977 (42 U.S.C. 7701 et seq.),
and Executive Order 12699, Seismic
Safety of Federal and Federally As-
sisted or Regulated New Building Con-
struction (3 CFR, 1990 Comp., p. 269).
Designs of components essential for
system operation and substantial reha-
bilitation of structures that are used
for sheltering persons or property
should incorporate seismic safety pro-
visions to the extent practicable. RUS
implementing regulations for seismic
safety are in 7 CFR part 1972, subpart
C.

[62 FR 33478, June 19, 1997, as amended at 63
FR 68655, Dec. 11, 1998; 64 FR 29946, June 4,
1999]

§§1780.58-1780.60 [Reserved]

§1780.61 Construction contracts.

Contract documents must be suffi-
ciently descriptive and legally binding
in order to accomplish the work as eco-
nomically and expeditiously as pos-
sible.

(a) Standard construction contract doc-
uments. If the construction contract
documents utilized are not in the for-
mat previously approved by the Agen-
cy, OGC’s review of the construction
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contract documents will be obtained
prior to their use.

(b) Contract review and concurrence.
The owner’s attorney will review the
executed contract documents, includ-
ing performance and payment bonds,
and will certify that they are adequate,
and that the persons executing these
documents have been properly author-
ized to do so. The contract documents,
engineer’s recommendation for award,
and bid tabulation sheets will be for-
warded to the Agency for concurrence
prior to awarding the contract. All
contracts will contain a provision that
they are not effective until they have
been concurred in by the Agency. The
State program official or designee is
responsible for concurring in construc-
tion contracts with the legal advice
and guidance of the OGC when nec-
essary.

§1780.62 Utility purchase contracts.

Applicants proposing to purchase
water or other utility service from pri-
vate or public sources shall have writ-
ten contracts for supply or service
which are reviewed and concurred in by
the Agency. To the extent practical,
the Agency review and concurrence of
such contracts should take place prior
to their execution by the owner. OGC
advice and guidance may be requested.
Form RD 442-30, ‘“Water Purchase Con-
tract,” may be used when appropriate.
If the Agency loan will be repaid from
system revenues, the contract will be
pledged to the Agency as part of the se-
curity for the loan. Such contracts
will:

(a) Include a commitment by the sup-
plier to furnish, at a specified point, an
adequate quantity of water or other
service and provide that, in case of
shortages, all of the supplier’s users
will proportionately share shortages.

(b) Set out the ownership and main-
tenance responsibilities of the respec-
tive parties including the master meter
if a meter is installed at the point of
delivery.

(c) Specify the initial rates and pro-
vide a type of escalator clause which
will permit rates for the association to
be raised or lowered proportionately as
certain specified rates for the sup-
plier’s regular customers are raised or
lowered. Provisions may be made for
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altering rates in accordance with the
decisions of the appropriate State
agency which may have regulatory au-
thority.

(d) Cover period of time which is at
least equal to the repayment period of
the loan. State program officials may
approve contracts for shorter periods of
time if the supplier cannot legally con-
tract for such period, or if the owner
and supplier find it impossible or im-
practical to negotiate a contract for
the maximum period permissible under
State law, provided:

(1) The supplier is subject to regula-
tions of the Federal Energy Regulatory
Commission or other Federal or State
agency whose jurisdiction can be ex-
pected to prevent unwarranted curtail-
ment of supply; or

(2) The contract contains adequate
provisions for renewal; or

(3) A determination is made that in
the event the contract is terminated,
there are or will be other adequate
sources available to the owner that can
feasibly be developed or purchased.

(e) Set out in detail the amount of
connection or demand charges, if any,
to be made by the supplier as a condi-
tion to making the service available to
the owner. However, the payment of
such charges from loan funds shall not
be approved unless the Agency deter-
mines that it is more feasible and eco-
nomical for the owner to pay such a
connection charge than it is for the
owner to provide the necessary supply
by other means.

(f) Provide for a pledge of the con-
tract to the Agency as part of the secu-
rity for the loan.

(g) Not contain provisions for:

(1) Construction of facilities which
will be owned by the supplier. This
does not preclude the use of money
paid as a connection charge for con-
struction to be done by the supplier.

(2) Options for the future sale or
transfer. This does not preclude an
agreement recognizing that the sup-
plier and owner may at some future
date agree to a sale of all or a portion
of the facility.

(h) If it is impossible to obtain a firm
commitment for either an adequate
quantity or sharing shortages propor-
tionately, a contract may be executed
and concurred in provided adequate
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